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Since mid-June, President Juan Carlos Wasmosy's administration has been forced to take over five
more private financial institutions to keep those firms from collapsing as a result of the corruption
scandal that exploded in the national banking system in April. Last April, the government
uncovered a huge corruption scandal in Paraguay's Central Bank (BCP), in which high level officials
of the BCP were accused of embezzling some US$5 million in public funds through a series of shady
financial transactions on the black market. The scandal forced all members of the Bank's directing
board to resign, many of whom now face criminal charges (see NotiSur, 06/08/95).
In addition, as the government investigation into the scandal broadened, authorities discovered
more cases of illegal wheeling and dealing in two private banks, Banco General and Banco
Comercial Paraguayo (Bancopar), and in the financial institute Integral. As a result, more prominent
business leaders and former government officials connected to those institutes were implicated in
corrupt activities and now face legal proceedings. Among them is President Wasmosy's brother-inlaw, Ricardo Carrasco, who was one of the executive directors of Bancopar.
The government was forced to take over those two banks in May to prevent their financial collapse,
since the corruption scandal had left the firms with few reserves, and a panicked run on the banks
by clients when the affair exploded threatened to push the institutions into bankruptcy. At the time,
the government said it had decided to intervene to stop the crisis from spreading throughout the
national banking system. The Wasmosy administration feared that the collapse of Banco General
and Bancopar would spur panicked withdrawals by clients in other financial institutions around
the country. Since mid-June, however, the government has had to intervene in two more banks,
Bancosur and the housing bank Hogar Propio, as well as three financial institutes, including a
privately run pension fund, Bienestar Familiar.
Ongoing investigations uncovered corrupt activities in all of those firms, and the government
took over their administration to guarantee the interests of customers. So far, the Wasmosy
administration has been forced to provide more than US$150 million in emergency funds to shore
up the eight banks and financial institutes that it took over. Nevertheless, the government is
expected to intervene in more banks in the coming weeks, because the corruption scandal continues
to reveal widespread illicit activities in other financial firms that maintained business activities with
the institutions already taken over by the government.
According to investigators, a circle of corrupt banking executives were milking at least 15 financial
institutes through a wide array of illicit means, including huge overdrafts on accounts and dubious
large loans made to influential businesspeople and even some politicians without any collateral.
Allegedly, three Spanish bankers all of whom fled the country when the scandal exploded were
coordinating most of the financial transactions through an illegal bank in the Cayman Islands called
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the United International Bank (UIB). Through the UIB, the Spanish bankers allegedly helped local
business leaders to siphon some US$200 million in funds out of the national banking system and
into accounts in the US and Switzerland. Prominent executives in Paraguay are implicated in the
scandal. Among those arrested in June after the government intervened in more banks were the
former president of the Paraguayan Chamber of Banks, Miguel Kemper, and the ex-head of the
popular Olimpia soccer club, Oscar Carisimo Netto, who was a major shareholder in Bancopar.
In addition, Antonio Saccarello who is the son-in-law of ex-president Andres Rodriguez (1989-1993)
was also arrested for illicitly obtaining loans through Bancopar, where he was a shareholder.
And, President Wasmosy's cousin the well- known agroexporter Jose Luis Manzoni Wasmosy
is also under investigation for obtaining a US$1.5 million loan from Bancopar without providing
any collateral. Allegedly, investigators suspect the loan was used to help pay off campaign debts
incurred by the governing Partido Colorado in the last general elections.
President Wasmosy continues to insist that the investigation will proceed regardless of the
consequences. In a televised speech to the nation in mid-June, the president appealed to the
public not to destabilize the banking system through the panicked withdrawal of deposits, since
the government will use public funds to guarantee the ability of all the country's banks to meet
their obligations to their clients. In fact, Wasmosy even suggested that the scandal is a positive
development, since it provides the government with an opportunity to cleanse the national banking
system of the shady business practices inherited from the past military governments.
"Public anxiety over this affair is quite understandable, but we are carrying out a profound
change in the banking system that will once and for all make all financial transactions absolutely
transparent," said Wasmosy. "The return to a democratic system has brought to light problems
that were covered up for decades. We now have the opportunity to correct social and economic
illnesses that have plagued Paraguayan society." (Sources: Notimex, 06/10/95; Agence FrancePresse, 06/05/95, 06/06/95, 06/09/95, 06/17/95, 06/20/95; Inter Press Service, 06/20/95)
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